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July 2007

The Legidlative Audit Committee
of the Montana State L egidature:

We conducted an Information Systems audit of Medicaid claims, recipient, and provider data
stored within the Medicaid Management Information System (MMIS). The focus of this audit
was on the review and analysis of datato identify exceptions that might indicate control
weaknesses elevating the risk of fraud or abuse. The Department of Public Health and Human
Services (DPHHS) is responsible for administering the Montana Medicaid program and the
storage and maintenance of Medicaid data.

This report contains one recommendation for the implementation of more proactive system
controls to strengthen an environment allowing the following exceptions:

Medicaid claims submitted on behalf of deceased recipients.

Deceased providers still enrolled as active providersin the Montana Medicaid program.
Medicaid paying claims that should have been covered by a Third Party Liability (TPL).
Medicaid paying claims that should have been covered by Medicare.

Eligible recipients not able to receive Medicaid coverage in atimely manner.

Providers without identifiable licensure or certification receiving Medicaid payments.
Duplicate claims submitted for a single service.

We wish to express our appreciation to the department for their cooperation and assistance.

Respectfully submitted,
/9 Scott A. Seacat

Scott A. Seacat
Legidative Auditor

Room 160 - State Capitol Building - PO Box 201705 - Helena, MT- 59620-1705
Phone (406) 444-3122 - FAX (406) 444-9784 - E-Mail lad@mt.gov
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Executive Summary

Executive Summary

The Medicaid Insurance program was implemented in 1965 with the
passing of Title X1X of the Social Security Act. Medicaid was
created to provide health insurance for individuals and families with
limited income and resources. As alast resort, Medicaid provides
coverage when there are no other aternatives, including a third party
insurer or Medicare. In Montana, Medicaid is authorized by 53-6-
101, Montana Code Annotated, and Article XII, Section 3 of the

M ontana Constitution.

The Department of Public Health and Human Services (DPHHYS) is
responsible for managing Medicaid in Montana. One of the primary
duties of DPHHS is determining who is éligible to receive Medicaid
coverage and who is dligible to provide Medicaid covered services.
DPHHS has developed a computer system, the Medicaid
Management Information System (MMIS), as atool to assist in the
administration of Medicaid. This system is responsible for
processing and storing information including Medicaid recipients
and providers. The MMIS aso processes Medicaid claims data.

DPHSS administered $745,119,542 in Medicaid claims during Fiscal
Y ear 2006. Because the Montana Medicaid program is responsible
for distributing nearly $750 million dollars, it isimportant that some
type of control environment isin place to recognize and prevent
Medicaid fraud and abuse. At the federal level, both the Office of the
Inspector General at Health and Human Services (O1G) and the
Governmental Accountability Office (GAO) have identified
Medicaid fraud as an ongoing problem. Although no official
numbers exist regarding fraud levelsin Medicaid, the GAO has
estimated that between 3% and 10% of all health care costs are the
results of fraudulent activity.

The scope of this audit involved reviewing and analyzing data stored
in the MMIS to identify any potential control weaknesses. Using a
computer assisted audit tool, we compared the MMIS data with other
state databases, reviewed for duplicate Medicaid payments, and
reviewed participant data to ensure proper digibility. The purpose of
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the data analysis was to identify control weaknesses that might lead
to fraud or abuse of Medicaid funds.

Overal, our analysis identified control weaknesses leading to
potentially excessive Medicaid payments, deceased recipients who
are still eigible, duplicate payments, and eligible recipients not able
to receive Medicaid benefits. As aresult, we made one
recommendation calling for DPHHS to strengthen controls over
Medicaid processing and claims payments to ensure Medicaid
participant data is accurate, complete, and represent current
participation status. Our recommendation stated that DPHHS apply
the above recommendation to the specific exceptions we identified.
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I ntroduction

Medicaid is afederally and state funded insurance program
designed to help individuals and families with limited incomes and
resources. When an digible Medicaid recipient has no other means
to pay for health care services, Medicaid will provide partial or full
payment. The Montana Medicaid Program is administered by the
Department of Public Health and Human Services (DPHHS). The
department has contracted with a vendor to assist with
administering the Medicaid program, specifically, the development
and maintenance of the Medicaid Management Information
System (MMIS). The MMIS is acomputer system designed to
handle claims transactions, as well as maintain Medicaid
participant records.

During fiscal year 2006, the department distributed nearly

$750 million towards Medicaid claims, of which $208 million was
paid by the state. In any given month, roughly 75,000 M ontanans
participate in this program.

Because the Montana Medicaid program is responsible for
distributing nearly $750 million, it isimportant that some type of
oversight isin place to recognize and prevent Medicaid fraud and
abuse. At the federal level, both the Office of the Inspector General
at Health and Human Services (OIG) and the Government
Accountability Office (GAO) have identified Medicaid fraud as an
ongoing problem. The GAO has estimated between 3 percent and
10 percent of all health care costs are the result of fraudulent
activity. Projecting the three percent rate to Montana Medicaid
claims, $22.3 million would have been lost to fraud during the last
fiscal year.

With Medicaid considered at high risk for fraud and abuse,
DPHHS relies on a combination of computer system and manual
controls to identify potential misuse of Medicaid funds by
Medicaid participants. These controlsinclude MMIS and TEAMS
system controls and oversight through the Surveillance and
Utilization Review Subsystem (SURS) in the Quality Assurance
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Division of the department. The MMIS is designed to identify
claimsindicating Medicaid abuse and prevent payment to those
claims until further review by department Medicaid examiners.
SURS staff also reviews Medicaid claims and recipient eligibility
to identify potential misuse of the Medicaid system. SURS is also
responsible for recovering any overpayments by Medicaid. During
this audit, we reviewed Medicaid claims data to determine the
effectiveness of department controlsin place to prevent fraud and
abuse.

We aso looked at controlsin placeto ensure only eligible
recipients and providers are participating in the Montana Medicaid
program. State statute (53-6-113, MCA) requires the department to
adopt rules regarding the determination and administration of both
provider and recipient eligibility. Recipients are those individuals
and families deemed eligible for Medicaid services. Both federal
and state laws have requirements as to what congtitutes eligibility.
Federal requirementsinclude:

» Children and pregnant women below a specified income level.
» Low income parents with dependents.

» People with disabilities.

» Foster children.

» Medicare beneficiaries

» Low income individuals with qualifying medical expenses.

The State of Montana has further defined recipient eligibility by
requiring recipients to be U.S and Montanaresidents as well as
meet specific financia requirements including income, assets, and
resources. They must also fall under one of the following groups:

» Parents or other related adults with dependent children under
age 19.

» Children.
» Pregnant women.
» Women diagnosed with breast or cervical cancer or pre-cancer.
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» People aged 65 or older.

» Peoplewho are blind or disabled (using Social Security
criteria).

To become eligible for Medicaid, an individual must submit an
application to a department eligibility examiner. The department
eligibility examiner will review the application and enter the
applicant’ s datain The Economic Assistance Management System
(TEAMYS). The department uses TEAMS to administer eligibility
to anumber of socia service programs, including Medicaid.
TEAMS feeds recipient eligibility datato the MMIS. Once a
recipient is designated eligible in the MMIS, the system will
process health care claims on their behaf. We reviewed MMIS
recipient records to determine how effectively the department is
maintaining current and accurate recipient eligibility information.

Providers are the health care professionals enrolled in the Medicaid
program, and are therefore allowed to treat Medicaid recipients and
receive Medicaid payment on their behalf. To become an enrolled
health care provider, the individua or clinic must show valid
licensure or accreditation as defined by state law and provide a
valid W-9 form. We reviewed provider datato ensure the
department requires Medicaid providersto be licensed to practice
in their specified field.

Audit Objectives Objectivesfor this audit were to:

» Identify common types of Medicaid fraud and abuse and
determineif the department has taken measures to actively
mitigate the risk of fraud and abuse.

» Determineif only approved and eligible recipients and providers
are participating in the Medicaid program.

» Determineif recipient and provider datais current and accurate.

Audit Scope and Within the past year, athird party conducted an audit of MMIS

M ethodology internal controls. We relied on these assurances and conducted no
further work in terms of general, administrative, and system controls.
During March of 2006, another audit was conducted by the OIG at
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the federal level with an emphasis on the security of the MMIS data.
To not duplicate efforts, we focused the scope of this audit on MMIS
data analysis, specificaly, to identify fraud, abuse, or control
weaknesses.

We conducted our tests using a combination of extraction and
analysis of Medicaid records from the MMIS database using a
computer assisted audit tool. This analysis allowed us to identify
control weaknesses.

The audit was conducted in accordance with Government Auditing
Standards published by the GAO. In addition, we evaluated risk and
devel oped testing based on methodol ogies developed by other
governmental auditing agencies. We also referenced documentation
developed by state and federal agencies detailing common types of
Medicaid fraud and abuse.
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I ntroduction

Deceased Eligible
Medicaid Recipients

Our audit work involved extracting Medicaid recipient datato look
for irregularities or anomaliesindicating internal control weaknesses,
elevating the risk of fraud or abuse. The following sections describe
tests we performed based on commonly known Medicaid fraud and
abuse, such as;

» Medicaid claims submitted on behalf of services provided to
deceased recipients.

» Deceased providers still enrolled as active Medicaid providers.

» Medicaid claimsthat may have been paid by a Third Party
Liability (TPL).

» Medicaid claimsthat may have been paid by Medicare.
» Eligible recipients not able to receive Medicaid coverage.

» Providers without identifiable licensure or certification receiving
Medicaid payments.

» Duplicate claims submitted for a single service.

» Units charged to a claim exceed the maximum units allowed for
a specific procedure.

One common type of Medicaid fraud involves providers submitting
claimsfor services provided to deceased recipients. This occurs most
often in nursing home environments where a patient will pass on, but
the nursing home will continue to receive the monthly nursing home
fee from Medicaid. When the department has identified a deceased
Medicaid recipient, the recipient’ s eligibility is deactivated in
TEAMS. TEAMS will update the MMIS with the deceased
information. The department relies on a number of controlsto
remove the deceased from Medicaid consideration.

» Notification from county case workers when one of their clients
has passed.

» Review of obituary clippings and the vital statistics registry at
DPHHS by SURS to identify any deceased recipients.

» Review of federal Medicare data by SURS to identify deceased
recipients who were covered by both programs.
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Deceased Providers

Third Party Liability
Insurers Not Paying Their
Share

Page 6

To determine the effectiveness of these controls, we compared
MMIS recipient data with the vital statistics database also maintained
by the department. The comparison returned five individuals who are
deceased but still considered eligible Medicaid recipients. Further
analysis shows the department continued to make payments on

behalf of two individuals for services occurring after their date of
death. Eighty-six claims have been paid on behalf of the deceased
totaling $277. These claims were paid over afour year period to
three different providers, and as recently as January 1, 2007. The
claims range from $3 to $3.85 and are paid on thefirst day of each
month.

Additional analysis was conducted to determine if any deceased
providers were considered enrolled and active. Thiswas
accomplished through comparing the vital statistics database with
provider records from the MMIS. Our results show three currently
enrolled providers have passed away. Additional analysis showed no
payments have been made to these individuals. Upon our
notification, the vendor individually reviewed each deceased
provider record and stated all but one of these providers' enrollments
has been terminated; however, these providers have not been
inactivated in the MMIS, increasing the risk that these deceased
providers could be used to submit and receive payment for
fraudulent claims.

Federal law specifies Medicaid isto be the payer of last resort. This
means if other avenues of paying health care costs are available,
those entities must be billed before Medicaid. Federal law also
requires each state take an active role in identifying other responsible
entities and ensuring they pay their share.

Onetype of entity expected to pay health care costs before Medicaid
isathird party liability (TPL). A third party liability isathird party
insurer, such as Blue Cross and Blue Shield or New West Health.
When a prospective Medicaid recipient is applying for Medicaid, the
department relies on recipients to notify county health officials if
they are covered by a TPL. Thisinformation is entered into TEAMS
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M edicar e Responsibility

as part of arecipient’s eligibility information. If arecipient does not
notify their department eligibility examiner they are covered by a
TPL, that information will not be passed on to the MMIS and the
department assumes Medicaid is the primary source for payment.

There are approximately 75,000 Medicaid participants per month.
Our goal wasto identify Medicaid recipients who are covered by a
TPL but not identified as such. We did not have accessto Blue Cross
and Blue Shield or New West Health records, but we were able to
obtain the records for al individuals who are covered by Blue Cross
and Blue Shield or New West Health through the state healthcare
plan (plan). We compared the plan enrollment records with records
of Medicaid recipients.

As of March 2007, we identified 244 individuals who are covered by
Medicaid and the state health care plan, but only identified as having
Medicaid in the MMIS. Between March 1, 2006 and February 28,
2007, the Medicaid program paid 12,183 claims totaling $3,913,095
to these individuas. Of this $3.9 million, at least a portion may have
been covered through the state healthcare plan.

It isimportant to note that the popul ation we tested was from asingle
insurance plan representing a small percentage of private insurance
membership in the state.

Medicare is another entity responsible for paying health care costs
before Medicaid. Medicareis afederally funded health insurance
program for individuals over the age of 65, blind, or disabled. The
primary way for the department to identify individuals eligible for
both Medicaid and Medicare is for the department eligibility
examiner to obtain this information from the recipients during the
Medicaid application process. If the recipient does not notify the
department they are also covered by Medicare, the department relies
on Medicaid providers and federal Social Security datato recognize
dua eligibility.
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Over 65 and Not Enrolled in
Medicare

Page 8

Comparing €ligibility datato MMIS recipient data, we identified

15 individuals considered eligible for both Medicare and Medicaid in
TEAMS, but only identified as having Medicaid in the MMIS. If
TEAMS does not feed the Medicare notification, the MMIS does not
recognize arecipient has Medicare and Medicaid will pay the bill.
Our analysis shows that from January 2003 to February 2007, 1,399
claimstotaling $111,454 had been paid by Medicaid on behdf of
these 15 individuals while covered by Medicare. A portion of this
amount may have been covered by Medicare.

The department reviewed these exceptions and state that six of these
individuals are not eligible to receive Medicare because they have
not worked the necessary number of quartersin their lifetime. The
department also represents that one of the individuals is deceased,
but is not included in our count of deceased recipients. Eight of the
individuals are exceptions who are eligible for Medicare but not
recognized as such in the MMIS.

Department policy requires all Medicaid recipients who are eligible
for Medicare to enroll in that program. The department will
periodically review thelist of Medicaid recipients for individuals
who are about to turn 65. Unless they have not worked a minimum
number of quarters during their life, they will be eigible for
Medicare. When the department identifies these individuals, they
send letters notifying them that once they turn 65, they need to apply
for Medicare or their Medicaid benefits will be suspended. If a
Medicare eligible individual does not apply for that program, their
Medicaid coverage will be suspended. However, data analysis of the
MMIS shows exceptions to this policy.

A review of MMIS recipient dataidentified 34 individuals over the
age of 65 that have not enrolled in Medicare but are still receiving
Medicaid benefits. Further analysis shows that between

March 1, 2006 and February 28, 2007, 1,298 claims totaling
$432,486 have been paid by Medicaid on behalf of these recipients,
of which a portion should have been covered by Medicare.
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Eligible Medicaid Recipients
Not Receiving Coverage

The department has reviewed these exceptions and state that 17 of
these individual s are not eligible for Medicare because they have not
worked a sufficient number of hoursin their lives. They also state
that 10 of these individual s are dead, although these names are not
included in our count of deceased recipients. Of the remaining seven
exceptions, the department represents that two recipients have
appropriately had their coverage suspended and two recipients were
still receiving Medicaid coverage even though they have not enrolled
in Medicaid. The department has not identified the status of three of
the exceptions.

The department relies on atransfer of datafrom TEAMS to the
MMISto ensure al eligible recipients are fed to the MMIS. A data
comparison between individualslisted as Medicaid eligiblein
TEAMS and individuals listed as digible in the MMIS system shows
discrepancies. We identified 994 individuals who were eligible for
Medicaid, but were not being covered because their information had
not been uploaded to the MMIS. This comparison was done on
March 6, 2007.

A second comparison was done on April 2, 2007 and five of these
individuals had still not been transferred to the MMIS. Department
personnel explained new recipients should be uploaded to the MMIS
on anightly basis. Our test has shown a delay between when an
applicant is deemed eligible and when they are able to have claims
paid on their behalf. This could result in individuals not receiving the
Medicaid benefits to which they are entitled.

The department represents that the reason these five individual s had
not been added to the MMIS is because their eligibility datafrom
TEAMS contained an error. If adatafield isincomplete or
inaccurate, the MMIS has controls to identify the exception and then
reject the recipient data. TEAMS personnel are notified of the error
and required to addressit before the MMIS will accept the recipient.
For the five exceptionsidentified during our testing, the processto
correct their datatook over a month. They were not able to receive
Medicaid coverage during thistime.
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Providers Without Proof of
Licensureor Certification

Duplicate Payments

Page 10

State statute requires the department to adopt rules regarding who
can provide Medicaid services. Department administrative rules state
that participating Medicaid providers must supply proof of licensure
or certification in their field of practice. The department has
contracted with the vendor to ensure documentation is provided
before allowing participation in the program.

Vendor staff will review provider applications for appropriate
materials and proof of licensure. Participants are added to the MMIS
system as enrolled Medicaid providers and can begin submitting
claimsfor services provided to Medicaid recipients. Our review of
MMIS provider dataidentified 678 providers that have no
identifiable license or certification number in the system. Our
analysis does not suggest the providers are not qualified, but the
system does not identify alicense or certification number. We did
not go through 678 files to validate credentials. During the month of
February 2007, 3,560 claims totaling $1,136,770 were paid to these
providers.

The department has reviewed these exceptions and state that 526 of
these providers have been terminated and the remainder of the
providers are appropriately licensed. They represent that license or
certification numbers are not arequired field in the MMIS. However,
our review showsthey included afield for license numbers and the
majority of providers have alicense number in the system.

One common type of Medicaid fraud involves providers submitting
multiple claims for asingle service. The department represents the
MMIS system has controls in place to identify duplicate payments. If
two claims are found with the same date of service, the same
reimbursement amount, the same provider, the same recipient, and
the same procedure; the claims will be suspended and not paid until
further review. However, our analysis of MMIS claims data
identified a number of exceptions. Reviewing claims records from
March 01, 2006 to February 28, 2007, we identified 279 sets of
duplicate claims that meet the above criteria, but had till been paid.
Payments made on these claims total $49,872. Only claims submitted
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Excessive Units Charged to
Medicaid Claims

Conclusion

by two provider types, physicians and dental, were tested. These
claims represent only a portion of claims paid by Medicaid during
this time period.

The department states that only 13 of these claims were paid in error.
The remaining 266 duplicates were deemed acceptable by the
department. The department has documentation detailing procedures
for which claims can be submitted multiple timesin asingle day.
However, the department does not have a policy supporting or
explaining why these specific duplicate claims are alowed.

Department management represents the MMIS has controls in place
to prevent duplicate payments. Data anaysis identifies exceptions to
these controls. The department has procedures in place, but
management represents that due to the confusing nature of the
procedures, duplicate payments have been erroneoudly paid.

Another form of Medicaid fraud involves providers creating claims
for services never provided. One way to test for thistype of fraud is
to look at providers who charged an unreasonable amount of unitsin
acertain time frame. Charging for more hours than there arein a day
would be an example. Units can also include fifteen minute internals,
mileage traveled, or products sold.

The MMIS has controls in place to identify claims where excessive
units are charged. The MMI S has parameters defining the maximum
number of units a provider can charge for a specific procedure. To
verify the effectiveness of this control, we reviewed MMIS claims
records to determine if any providers have charged for more units
than the maximum allowed. We reviewed al claims paid to
physicians for January and February of 2007. The analysis returned
no claims where units charged exceeded the maximum allowed.

Data exceptions are a symptom of a greater cause. Based on our
extraction and analysis of dataresiding in the MMIS, we determined
TEAMSisasignificant control for determining eligibility and
providing MMIS with recipient data for payment and claims.
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Exceptions indicate TEAMS is not providing the control structure on
which management relies. These control weaknesses increase the
risk of Medicaid fraud and abuse. Department management
recognizes TEAMS s an outdated system and is required to perform
too many tasks. The department has received funding for a new
eligibility system for the Medicaid program. When a new Medicaid
eligibility system is developed, automated controls should be
included to address the findingsin this report. We conducted a
survey of TEAMS users and compiled their comments regarding
TEAMS. Survey results can be seenin Appendix A.

Based on our analysis, provider datain the MMIS is not being
maintained in an accurate and compl ete manner.

We have identified data exceptions resulting in overpayment by
Montana Medicaid. State law (53-6-111, MCA) charges the
department with supervision responsihilities of the Medicaid
programs and the responsihility of recovering overpayment. It isthe
department’ s responsibility to investigate these findings and identify
and recover any overpayment.
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Recommendation #1
Werecommend the department:

A. Strengthen controlsover Medicaid processing and claims
payment to ensure Medicaid participant data is accur ate,
complete, and represents current participant status,
including:

e Ensuring deceased recipients and providersare not eligible
to participatein the Medicaid program;

e Identifying Medicaid recipientswho are covered by a TPL
or Medicare;

e Ensuringall éligiblerecipientsare able to receive Medicaid
benefitsin atimely manner;

e Ensuring all providers haveidentifiable licensure or
certification; and

e Identifying duplicate claimsfor a single service.

B. Investigate exceptions and recover any over payments made
by Medicaid, including:

Claims paid to deceased recipients;
Claims paid by M edicaid that should have been paid by a
TPL or Medicare; and

e Duplicateclaimsfor asingle service.
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Appendix A — TEAMS Survey

Vulnerabilitiesin the Data
Input Process

TEAMSisamainframe system developed in 1990. Because The
Economic Assistance Management system (TEAMYS) is considered a
vital control in establishing eligibility for a number of federal
programs, the Information Systems audit staff conducted a
preliminary review of the application. During initial interviews, we
verified that eligibility determination and benefit calculations for
food stamps, Medicaid and Temporary Assistance to Needy Families
(TANF) are directly affected by the codes entered by the eligibility
examiners. Because of the intricacy of the federal and state

regul ations addressing the federal programs administered by
TEAMS, the considerable number of applicableinput codes, and the
need to force the system to obtain accurate output depending on the
program, the input processis vital and complex. We determined a
number of concerns related to the input process for TEAMS, for
example,

» Wedetermined the datainput process requires examiners to
implement “work-arounds’ for effective processing. A ‘work-
around’ isaway to enter information in away not originaly
designed, to get the desired outcome until the system can be
updated to accomplish the same outcome using the codes as
designed.

»  We determined some work-arounds become permanent if it is
determined that the benefit of manipulating theinput is more
cost-effective than paying for a programming change.

» We determined the communication of ‘work-arounds' to
examiners is not always consistent. Responsibility lies with the
Policy Bureau, but sometimes the helpdesk will notify when a
problem call isreceived and a work-around has been designed to
fix.

» Wedetermined eligibility and/or benefit amounts can be
incorrect if awork around is not performed.

» We determined the number of specific work-arounds ligibility
examiners apply is not certain.

One of the risks associated with public assistance is the potential for
benefits to be provided to ineligible individuals. Because of the
concerns with the data input process, we conducted a survey of
TEAMS usersto identify vulnerabilities within the system that create
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Survey Results
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opportunities for ineligible benefit issuance. The intent of the survey
isto obtain information from system users and to provide the
department the opportunity to use thisinformation and design
controlsin the anticipated replacement system to address the risks.

Two hundred and eighty-nine users responded to the survey and
35 percent of the respondents fedl there are weaknesses within
TEAMS that would allow an individual to obtain public assistance
when they should not. The following is a representation of the
weaknesses disclosed in the survey results. These statements are
generalized comments and testing was not conducted to verify the
validity of each comment.

1. Please describe the weakness or weaknesses within TEAMS that
would alow public assistance to be inappropriately awarded.
(92 responses)

» TEAMS users have the ability to create fictitious applicants and
obtain benefits for themselves.

» TEAMS users could obtain benefits through fictitious applicants
by creating cases with information that has already been verified
from closed cases.

» TEAMS users could obtain the benefits of applicants, by
neglecting to close the case and redirect the benefit to them.

» TEAMS does not interface with other state's benefit applications
so anindividual could collect benefitsin multiple states.

» Thereisno TEAMS report that compares residence address to
mailing address.
» TEAMS functionality can pull forward outdated applicant

information (i.e. income, resources, etc) into the next month and
inaccurately determine eligibility and benefit amounts.

» Socia Security benefits do not interface with TEAMS. Workers
arerequired to ‘dummy’ the unearned income screen to
authorize benefits at the previous months’ amount.

» TEAMSisvery cumbersome and confusing, especially for a new
worker. This complexity is error prone.

» AbleBodied Adults without Dependents (ABAWD) is atype of
food stamp public assistance that istime limited. TEAMS does
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not track the number of months an applicant has received
ABAWD and this must be manually tracked by agency workers.

The policies governing the public assistance programs TEAMS
manages (TANF, Food Stamps, and Medicaid) are very different
and the TEAMS vehicle screen (used in TEAM S financial
eligibility determinations) is not designed to accommodate each
programs unigue requirements.

Expedited food stamps can be issued with little or no verification
of applicant eligibility factors, which may result in benefit
issuance to ineligible individuals.

Incomeisan digibility factor for some public assistance
programs. TEAMS does not contain functionality to calculate an
applicant’ sincome and income must be manually calculated by
eligibility examiners. The calculated income is then entered into
TEAMS. If incomeisinaccurately calculated, eligibility may be
inappropriately granted or denied.

Incorrect code selection can result in inaccurate eligibility
determinations.

TEAMS €ligibility determination processis based on codes
selected and input by eligibility examiners.

TEAMS does not perform cross referencing between cases to
determineif residential addresses are registered to more than one
applicant. Asaresult, multiple benefits could be issued to the
same household.

Applicants can be entered into TEAM S more than once under
different cases and potentially receive duplicate benefits.

TEAMS does not require input of applicant income and resource
information (factorsin benefit eigibility determinations) and
benefits could be authorized inappropriately.

Based on your knowledge of the Food Stamp, Medicaid, and
TANF programs, are there weaknesses within the program rules
and/or benefit policy manuals that would allow an individual to
obtain public assistance to be inappropriately awarded.

(256 responses)

Policy rules are different for aimost every program. Very
complex and dynamic changes.

Thereis no black or white for staff to follow. Everything is gray.
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These are complicated policies that are being applied to alimited
computer system that is how old?

The policy manuals are avail able on-line so a household can
figure out away to become eligible for assistance.

Supervisor review should be required on all newly opened cases
as a deterrent.

Policy is often given to agency staff after the implementation
date or without timeto review and learn the new requirements.

Ability to revert a case that legitimately closed to open and send
benefits to themsel ves.

Training isinconsistent and often confusing, questions cannot be
answered.

Mostly within Medicaid, there are alot of loopholes regarding
resources.

Policy can be very confusing and different among programs.
Either similar rules or separate systems.

It is becoming increasingly difficult to communicate with other
states on potential duplicate benefits.

No consistent application of policy. First reviewer says| was
wrong, second reviewer says my correction was wrong. Who's
correct?

Since food stamp policy is hammered into workers' heads,
workers often apply food stamp policy to all programs. For
example, food stamp policy tells people not to report changes for
6 months, while other programs require changes to be reported
every 10 days.

The cryptic codesin TEAMS do not help with applying policy
correctly for all programs.

Policy regarding joint assets needs to be reviewed. Clarification
on policy regarding self-employment income.

Inconsistent training on policies. There are too many grey areas
as far as the user manual is concerned. Much is left up to the
case worker’ s interpretation which differs from management
interpretation.

Food stamp policy does not require resource verification.

Reference to an approval on the Medicaid waiver program where
the parents claimed $293,000 in resources.

A worker can enter through all the screens and benefits can be
authorized.
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No penalties for transfer of assets, no time limits or work
requirements for Medicaid.

Take someone’ s word on resources, benefits from another state,
whether someoneisliving in the household, etc.

Policy or procedure regarding client statement verification
instead of hard copy verifications.

Misrepresentation and inaccurate information from policy
specialigts.

Require picture ID for al adults on the system.

Disregard sources of income such as student grants. TANF is
time limited and supposedly the program of last resort but
several sources of income are disregarded for all programs.

Six month reporting requirements are taken advantage of al the
time. Self-employment applicants should be reviewed for amore
favorabl e position than normal wage earners.

Student eligibility criteria are confusing.

The sanctioning process is not strong enough and has many
loopholes.

Cases can be fabricated and benefits incorrectly issued.

Policy regarding vehiclesis aweakness. Medicaid recipients can
be driving very expensive cars.

Encouraged not to fish for verification information. Even when
appropriate, thisis considered client harassment.

The honesty and integrity of employeesiskey.
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DEPARTMENT OF
PUBLIC HEALTH AND HUMAN SERVICES

=45\ BRIAN SCHWEITZER JOAN MILES
"\ GOVERNOR DIRECTOR

SIATE_ OF MONIANA

July 6, 2007 RECEIVED
Mr. Scott A. Seacat JUL 0 9 2007
Legislative Auditor S b P
Office of the Legislative Auditor LEGISLATIVE AUDIT DIV.

State Capitol, Room 160
Helena, Montana 59620-1705

Dear Mr. Seacat:

I have reviewed the final report of the Information Systems Audit of the Medicaid Data. We
appreciate the review by the Legislative Audit Division and appreciate the opportunity to
discuss the Medicaid Management Information System (MMIS). Below is our response to the

findings listed in the report.

Recommendation #1

A. We recommend the Department of Public Health and Human Services strengthen
controls over Medicaid processing and claims payment to ensure Medicaid
participant data is accurate, complete, and represents current participant status,
including:

Ensuring deceased recipients ...are not eligible to participate in the Medicaid program;

Concur

The audit identified $277 in system-generated claims paid on behalf of deceased recipients.
These automatic claims, ranging from $3 to $3.85, are generated monthly by MMIS to pay for
certain Medicaid functions, such as Disease Management and Passport. ~ We are taking the
appropriate actions to correct our systems and repay the federal government.

Please note that the only claims paid for these individuals by the MMIS are system-generated;

there were no provider-submitted claims paid for service dates following the participants’
death.
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Technical Correction

We have one technical correction related to the identification of deceased recipients. The
report stated that Surveillance and Utilization Review (SURS) unit takes steps to identify
deceased recipients, however this is incorrect; identification of deceased recipients is the
responsibility of the Third Party Liability (TPL) unit.

Ongoing Efforts
Currently, the Department utilizes the following services to identify deceased recipients:
e Obituary clipping service
e Daily automated match with Social Security through BENDEX
¢ Monthly automated transactions with Centers for Medicare and Medicaid Services
(CMS) via Medicare buy-in
e Manual access to vital statistics
¢ Notification to identify deceased individuals through Department staff

New Efforts

The Department will continue to review this area to determine if there are additional
processes that can be developed or utilized that would enhance our ability to quickly and
efficiently identify when a Medicaid individual is deceased. = The development of the new
Medicaid eligibility determination system (CHIMES) will provide new opportunities for
automated verifications and more efficient business processes.

Ensuring deceased ...providers are not eligible to participate in the Medicaid program;

Concur

All of the deceased provider numbers identified in the audit have been terminated. The
Department will continue to look for cost effective processes that would enhance our ability
to quickly and efficiently identify when a Medicaid provider is deceased.

Ongoing Efforts
The Department currently terminates provider numbers under the following scenarios:
e mail is returned and research shows the provider is deceased,
e aprovider does not receive a 1099 for two years;
e information is found during the course of verifying a provider’s licensure; or
e we are notified of the death of a provider.

Scheduled Improvements
The department will increase our assurance that provider information is accurate and up to
date by:

e completing the reenrollment of all Medicaid providers;

e utilizing information received from the clipping service;

e recertifying all providers every two years; and

e terminating any provider who does not receive a 1099 report in any given year.
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Identifving Medicaid clients who are covered bv a TPL...:

Concur
We will strengthen our efforts to identify Third Party Liability (TPL) and work to recover all
verified Medicaid overpayments.

Ongoing Efforts
The Department uses many processes to identify, investigate and verify third party coverage
for Medicaid clients including ongoing reviews of:

e the Medicaid application;

e claims with evidence of other payers;

e information received from providers;
¢ alist of absent parents with court ordered insurance coverage of the children; and
e alist of SSI individuals.

New Efforts

Several business process improvements have been implemented during or since the period
covered in the audit including strengthening the request-for-coverage-information language
on the Medicaid-only application and implementing two new automated data matches.
Department personnel utilize the Public Assistance Reporting Information System (PARIS)
and National Directory of New Hires to identify employment with potential health coverage,
veteran’s benefits, federal employee health coverage, military health coverage and multiple
state benefits.

Scheduled Improvements
The Department has several measures planned to continue to improve on the identification of
Third Party Liability coverage including:
o updating the language on the generic public assistance application at the next printing
and
e including TPL specific sessions in the upcoming training conference planned for OPA
workers in September, 2007.

During the 2007 Legislative Session, the Department worked with Representative Edith Clark
to introduce House Bill 77. HB77 was successfully passed and will become law effective
July 1, 2007. This new law enhances the Department’s authority to work proactively with
health carriers operating in the State of Montana. With the passage of this bill, the
Department has embarked on system development to automate data matches with the largest
health carriers operating in Montana.

Identifying Medicaid clients who are covered by ...Medicare;

Do Not Concur
We believe our process for ensuring Medicare coverage functions well and do not agree that
any overpayments or control weaknesses were identified during this review.
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We researched the records for all 15 individuals identified in the audit report as being eligible
for both Medicaid and Medicare, and determined eight are not eligible for Medicare, one is
deceased, and six are still open and active for both Medicare and Medicaid. For each of the
15 individuals the information on TEAMS matches the information in MMIS.

We also reviewed the records for all 34 individuals identified as being over age 65 and not
enrolled in Medicare, potentially resulting in an overpayment in the amount of $432,486. The
Department does not agree with this finding and through additional research has found there
is no error or overpayment for the following reasons:

e 17 of the 34 individuals are not eligible for Medicare. An individual can be 65 and not
eligible for Medicare due to not having worked a sufficient number of quarters.

e 10 of the differences occurred as a result of a date of death closing Medicare one
month before the Medicaid span closed. For individuals whose date of death occurs in
the last 10 days of the month, they may have their Medicare spans close at the end of
the month in which they die; however, their Medicaid spans can not be closed without
giving 10 days notice. Therefore it is possible for a person’s Medicare span to be
closed at the end of one month and their Medicaid span to close at the end of the
following month. In each of the 10 cases identified the date of death was entered in a
timely manner and MMIS has safeguards in place to prevent the payment of a claim
for dates of service after the person’s date of death.

e The remaining 7 cases have Medicare spans that have subsequently been properly
identified and entered in both TEAMS and MMIS. The issue we face in these cases is
related to timing of receiving data. In the event Medicare eligibility is loaded
retroactively, the Department has a mechanism to reprocess claims that should have
been paid by Medicare and not Medicaid.

Technical Correction

The report notes that the primary method for identifying Medicare eligibility information is
from the participants. While the Department does collect insurance information from the
participants, the Department also uses a nightly Medicare data match with Social Security
Administration. As a result of this data match, the Department is more assured that the
Medicare information is entered in the TEAMS system timely and accurately.

Ensuring all eligible recipients are able to receive Medicaid benefits in a timely manner;

Partially Concur

We agree that it is imperative the Department ensures all eligible recipients are able to receive
benefits in a timely manner; however, we are meeting this goal with the tools currently
available to us.

The Department has a policy in place to ensure that Medicaid client information is accurately
loaded. The policy prohibits participant information from being electronically exchanged
between TEAMS and MMIS if there is any indication of an error. It is imperative that
duplicate or inaccurate records are not loaded into the MMIS system. If the data exchanged
between the TEAMS system and the MMIS system does not match, the eligibility data is not



loaded and the information 1s reported on a reject report. Department policy requires that any
discrepancies are resolved prior to loading questionable data into the claims processing
system. ~ While this investigation takes time it is invaluable in ensuring only eligible
participants receive benefits.

While discrepancies between the two systems are being resolved, the local Office of Public
Assistance frequently provides assurance of eligibility to providers via written, faxed or
verbal communications. While these alternative confirmation processes are not ideal, they do
ensure the participants have access to medical care.

The Department is currently developing a new eligibility system, CHIMES, which is being
designed to alleviate many of the discrepancies. We are projecting the new system will be

operational by fall, 2008.

Ensuring all providers have identifiable licensure or certification;

Partially Concur

We agree that is our responsibility to ensure all providers have the appropriate licensure or
certification. However, the Department does not concur that we have any providers enrolled
without identifiable licensure or certification. All providers enrolled meet licensure and
credentialing criteria approved by the Department for each provider type. The type of
credentials required is determined by the type of provider enrolling, and is verified during the
enrollment process. The information is not a required field in MMIS due to the variety of
licensure and certification types.

We reviewed all 678 providers listed on the reports as not having appropriate licensure and
have verified that:

e 530 provider numbers are terminated providers that were properly credentialed while
they were active,

e one provider number is used by Department and Fiscal Agent staff for systems
verification but cannot be used to bill claims as the number has no category of service
spans, and

e the remaining 147 providers listed have current credentials appropriate for the
provider type.

Identifying duplicate claims for a single service

Concur

The duplicate edit system in the MMIS is a labor intensive process and requires a claim
examiner to follow written instructions regarding whether a claim with a duplicate payment is
either paid or denied. Our MMIS system was implemented in 1985 and lacks certain
functionality to process the duplicate claims edit electronically. With funding passed by the
2007 Legislature, the Department is pursing a consultant to assist in the analysis of our
current MMIS and provide recommendations and a cost-benefit analysis regarding whether to
continue with our existing system, implement a major system enhancement or proceed with a
replacement of our MMIS system. This analysis should be complete by April, 2008. Should
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the Department decide to pursue a major enhancement or system replacement, funding would
be requested through the 2009 Legislature.

Of the 279 duplicate payments identified, 13 of the services identified were true duplicates
and paid in error. The overpayments on these claims have been credited and the money has
been recovered. The remainder of the payments has been re-verified as appropriate and in
accordance with the department’s written instructions.

New Efforts
Fiscal agent staff assigned with completing the duplicate claim review process have received
additional training related to the written instructions.

B. Investigate exceptions and recover any overpayments made by Medicaid,
including:

e Claims paid to deceased recipients:
o Claims paid by Medicaid that should have been paid by a TPL or Medicare; and
o Duplicate claims for a single service.

Concur
We have completed an extensive review of the audit errors identified. We have or will
recover all verified overpayments.

If you have any questions regarding our response, please contact Marie Mathews, Business
Services Bureau Chief at (406) 444-5369 or Duane Preshinger, Senior Medicaid Policy
Manager at (406) 444-4145.

SincerelM/
%/h\;le& Director .
Department of Public Health and Human Services

cc: John Chappuis, State Medicaid Director
Gail Briese-Zimmer, Office of Planning, Coordination & Analysis Administrator
Duane Preshinger, Senior Medicaid Policy Manager
Mary Angela Collins, Technology Services Division Administrator
Michelle Gillespie, MMIS Coordinator
Laurie Lamson, Business and Financial Services Division Administrator
Marie Matthews, Business Services Bureau Chief
Jeff Buska, Quality Assurance Division Administrator
Russ Hill, SURS Compliance Bureau Chief
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